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STRATEGIC OBJECTIVE GRANT AGREEMENT

Dated: September 19, 2005
Between

The United States of America, acting through the United States Agency for
International Development ("USAID")

and

The Islamic Republic of Afghanistan, acting through the Ministry of Finance
(hereinafter referred to as the "Grantee")

Article 1: Purpose.

The purpose of this Strategic Objective Grant Agreement ("Agreement") is to set out the
understanding of the parties named above (the "Parties") regarding their mutual
objective to have a democratic government with broad citizen participation in
Afghanistan as further described below.

Article 2: Strategic Objective and Results.

Section 2.1. Strategic Objective. The strategic objective (the "Objective”) of the
development program described in this Agreement is a Democratic Government with

Broad Citizen Participation.

Section 2.2. Results. In order to achieve that Objective, the Parties agree to
work together to achieve the following four intermediate results (each an “Intermediate
Result”):

(@) Increased capacity of the formal justice sector;
(b) Strengthened election and political processes;

(c) Strengthened institutions for good governance; and

(d) Increased presence and performance of the non-governmental sector.

Within the limits of the definition of the Objective in Section 2.1, this Section 2.2 may be
changed by written agreement of the authorized representatives of the Parties without
formal amendment to the Agreement.

Section 2.3. Annex 1, Amplified Description. Annex 1, attached, further
describes the above Objective and Results. Within the limits of the above definition of
the Objective in Section 2.1, Annex 1 may be changed by written agreement of the
authorized representatives of the Parties without formal amendment of this Agreement.



Article 3: Contributions of the Parties.
Section 3.1. USAID Contribution.

(a) The Grant. To help achieve the Objective set forth in this Agreement, USAID,
pursuant to the Foreign Assistance Act of 1961, as amended, hereby grants to
the Grantee under the terms of the Agreement not to exceed FOUR MILLION
TWO HUNDRED SEVENTY THOUSAND United States ("U.S.") Dollars
($4,270,000) (the "Grant").

(b) Total Estimated USAID Contribution. USAID's total estimated contribution to
achievement of the Objective will be U.S. $243,108,133, which will be provided in
increments. Subsequent increments will be subject to the availability of funds to
USAID for this purpose and the mutual agreement of the Parties, at the time of
each subsequent increment, to proceed.

(c) Unilateral Deobligation. If at any time USAID determines that its contribution
under Section 3.1(a) exceeds the amount which reasonably can be committed for
achieving the Objective or Results or activities during the current or next U.S.
fiscal year, USAID may, upon written notice to the Grantee, withdraw the excess
amount, thereby reducing the amount of the Grant as set forth in Section 3.1(a),
or amend Annex 1 to shift USAID funding among Results or activities. Actions
taken pursuant to this subsection will not revise USAID's total estimated
contribution set forth in Section 3.1(b).

Section 3.2. Grantee Contribution.

(a) The Grantee agrees to provide or cause to be provided all funds, in addition
to those provided by USAID and any other donor identified in Annex 1, and all
other resources required to complete, on or before the Completion Date, all
activities necessary to achieve the Results.

(b) The Grantee's contribution, based on USAID's contribution in section 3.1 (a),
will not be less than the equivalent of U.S. $82,950,000, including in-kind
contributions. The Grantee's Total Estimated Planned Contribution to the
Objective will not be less than the equivalent of U.S. $912,450,000, including in-
kind contributions, subject to availability of funds to the Grantee for this purpose,
the mutual agreement of the Parties, at the time of each subsequent increment,
to proceed, and USAID providing the total estimated amount in Section 3.1 (b).
The Grantee will report at least annually in a format to be agreed upon with
USAID on its cash and "in-kind" contributions.

Article 4: Completion Date.

(a) The Completion Date, which is December 31, 2010, or such other date as
the Parties may agree to in writing, is the date by which the Parties estimate that
all the activities necessary to achieve the Objective and Results will be
completed.



(b) Except as USAID may otherwise agree to in writing, USAID will not issue or
approve documentation which would authorize disbursement of the Grant for
services performed or goods furnished after the Completion Date.

(c) Requests for disbursement, accompanied by necessary supporting
documentation prescribed in Implementation Letters, are to be received by
USAID no later than nine (9) months following the Completion Date, or such
other period as USAID agrees to in writing before or after such period. After
such period USAID, at any time or times, may give notice in writing to the
Grantee and reduce the amount of the Grant by all or any part thereof for which
requests for disbursement, accompanied by necessary supporting
documentation prescribed in Implementation Letters, were not received before
the expiration of such period.

Article 5: Conditions Precedent to Disbursement.

Section 5.1. First Disbursement. Prior to the first disbursement under the Grant,
or to the issuance by USAID of documentation pursuant to which disbursement will be
made, the Grantee will, except as the Parties may otherwise agree in writing, furnish to
USAID in form and substance satisfactory to USAID:

(a) An opinion of counsel acceptable to USAID that this Agreement has been
duly authorized or ratified by, and executed on behalf of the Grantee, and that it
constitutes a valid and legally binding obligation of the Grantee in accordance
with all of its terms; and

(b) A statement in the name of the person holding or acting in the office of the
Grantee specified in Section 7.2, and of any additional representatives, together
with a specimen signature of each person specified in such statement.

Section 5.2. Notification. USAID will promptly notify the Grantee when USAID
has determined that the conditions precedent have been met.

Section 5.3. Terminal Dates for Conditions Precedent. The terminal date for
meeting the conditions specified in Section 5.1 is ninety (90) days from the date of this
Agreement or such later date as USAID may agree to in writing before or after the above
terminal date. If the conditions precedent in Section 5.1 have not been met by the above
terminal date, USAID, at any time, may terminate this Agreement by written notice to the
Grantee.

Article 6: Special Covenants.

Section 6.1. The Grantee affirms that the Objective and Results agreed to in this
Agreement and amplified in Annex 1 reflect the national priorities of the Grantee.

Section 6.2. The Parties affirm that eight core values shall govern the objectives,
strategies, approaches, results and activities described in this Agreement: sustainability,
responsiveness, conflict mitigation, gender equity, local context, results orientation,
collaboration, and transparency and accountability.



(a) Sustainability. All activities under this Agreement will be designed so that
Afghan institutions, communities and individuals “own" the principles, processes
and benefits introduced. Projects that will entail construction of infrastructure,
reform of processes and procedures, and provision of services will have
components that help ensure that Afghans have the capacity needed to carry
them on, once USAID assistance is complete.

(b) Responsiveness. USAID is actively engaged in the Grantee's process of
policy formation and planning for the sectors covered by this Agreement. USAID
uses systematic means to listen to the Grantee and beneficiary communities in
designing and implementing strategies such as those under this Agreement.
USAID will seek to send clear messages to beneficiaries about why it is doing the
various activities under this Agreement.

(c) Conflict Mitigation. This Agreement recognizes the overriding importance of
transforming Afghanistan’s leadership culture into one of conflict prevention,
mitigation, and resolution. Conflict mitigation is a cross-cutting objective, built
into all activities and results under this Agreement.

(d) Gender Equity. Gender-equity elements are to be built into every aspect of
the activities under this Agreement. Strategies and activities will take into
account an analysis of how they affect both men and women, girls and boys, and
it make extra efforts to improve the status of women in many communities and
institutions.

(e) Local Context. Special effort will be made by the Parties to ensure
programming under this Agreement that integrates the delivery of services at the
provincial level. The Parties will use all means available including the
involvement of sector specialists, USAID Field Program Staff (in Provincial
Reconstruction Teams) and other implementation partners working at the local
level to ensure that activities reach beneficiaries at the local, provincial level.

(f) Results Orientation. The Parties agree to work together to use systems and
structures that help staff and partners manage programs effectively and
efficiently. An ability to adjust systems and structures when appropriate will
enable the Parties to achieve results within agreed-upon schedules.

(g) Collaboration. Close collaboration with development partners will enable the
Parties to reach their mutual goals and objectives under this Agreement. This
includes working with donor and lender agencies and organizations in
Afghanistan.

(h) Transparency and Accountability. The Parties agree to follow standards and
regulations that ensure transparency and accountability. The Parties will
endeavor to work in an honest, open, and direct manner with all partners.

Section 6.3. Subcommitting, Subobligating and Disbursing Grant Funds. With

respect to disbursements made under this Agreement, after satisfaction by the Grantee
of the Conditions Precedent set forth in Section 5.1, the Grantee hereby agrees that
USAID may subcommit, subobligate and disburse Grant funds available under Section
3.1(a), whether such use covers Foreign Exchange or Local Currency Costs described




in Annex 2 ("Standard Provisions") hereof or otherwise, so long as such actions and
disbursements are consistent with the terms and conditions of Annex 1 ("Amplified
Description") hereof without any further approval or concurrence. USAID shall
periodically inform the Grantee of all disbursements directly made by USAID under this
Agreement, providing the Grantee with the amount(s) and purpose(s) of such
disbursement(s). Prior approval of the Grantee, however, shall be required, for all
disbursements of Grant funds made directly to the Grantee for, by way of example and
not limitation, financing host country contracts let by the Grantee to achieve the
Objective and Intermediate Results.

Article 7: Miscellaneous.

Section 7.1. Communications. Any notice, request, document, or other
communication submitted by either Party to the other under this Agreement will be in
writing or by telegram, telefax or cable, and will be deemed duly given or sent when
delivered to such Party at the following address:

To USAID:

Mail Address:

Office of the Director

United States Agency for International Development
Compound Across from the U.S. Embassy

Great Masood Road

Kabul, Afghanistan

To the Grantee:
Mail Address:

Chief of Staff Office

Ministry of Finance
Pashtunistan Maidan

Kabul,

Islamic Republic of Afghanistan

Fax: 0093-20-2103258

All such communications will be in English, unless the Parties otherwise agree in writing.
Other addresses may be substituted for the above upon the giving of notice.

Section 7.2. Representatives. (a) For all purposes relevant to this Agreement,
the Grantee will be represented by the individual holding or acting in the Office of the
Minister of Finance. The authority of the Minister of Finance shall not be delegated
outside of the Ministry of Finance with respect to amendments to the SOAG as well as
other responsibilities set forth for the Ministry of Finance in Annex 1. USAID will be
represented by the individual holding or acting in the Office of Director,



USAID/Afghanistan. Each representative, by written notice, may designate additional
representatives for all purposes for which such representative is responsible.

(b) The names of the representatives of the Grantee, with specimen signatures,
will be provided to USAID, which may accept as duly authorized any instrument signed
by such representatives in implementation of this Agreement, until receipt of written
notice of revocation of their authority.

Section 7.3. Standard Provisions Annex. A "Standard Provisions Annex" (Annex
2) is attached to and forms part of this Agreement.

Section 7.4. Language of Agreement. This Agreement is prepared in both
English and Dari. In the event of ambiguity or conflict between the two versions, the
English language version will control.

IN WITNESS WHEREOF, the United States of America and the Grantee, each acting
through its duly authorized representatives, have caused this Agreement to be signed in
their names and delivered as of the day and year first above written.

UNITED STATES OF AMERICA ISLAMIC REPUBLIC OF AFGHANISTAN
/MM /ﬂvﬁw p
By: By:
Name: Alor‘zo L. Fulgham Name: Anwar al-Haq thadr
Title: Director, USAID Mission to Title:  Minister of Finance
Afghanistan



SOAG Annex 1

Amplified Description

l. Introduction.

This annex describes the activities to be undertaken and the results to be achieved with
the funds obligated under this Agreement. Nothing in this Annex 1 shall be construed as
amending any of the definitions or terms of the Agreement.

Il Funding.

Financial Plan. The financial plan for the Program is set forth in the attached
table. Changes may be made to the financial plan by representatives of the Parties
without formal amendment to the Agreement, if such changes do not cause (1) USAID's
contribution to exceed the amount specified in Section 3.1 of the Agreement or (2) the
Grantee's contribution to be less than the amount specified in Section 3.2 of the
Agreement.

1. Results to be Achieved/Results Framework

The Objective of a Democratic Government with Broad Citizen Participation
leads to the programmatic priority to establish and strengthen legitimate institutions for
democratic governance in Afghanistan.

The Objective is supported by four Intermediate Results described below:

A. Increased capacity of the formal justice sector. In post-conflict situations,
reaffirming the centrality of the rule of law is a key prerequisite for the success of the
reconstruction process. In addition, addressing the growing narcotics problem in
Afghanistan and eradicating the drug trade require the development of a rule of law that
supports legal market alternatives. Without respect for rule of law and a functioning
justice system, it is impossible to hold criminals accountable, prosecute terrorists or
those involved in the drug trade. The program will decrease obstacles to citizens
accessing the formal court system, increase professionalism of judicial sector personnel,
and strengthen the institutional capacity of critical judicial institutions.

B. Strengthened election and political rocesses. Afghan political players must
navigate in competing governing frameworks—a new central government of nascent
democratic institutions and the existing, decentralized provincial government structure,
and in some areas, tribal structures. Political pluralism, enabling voices to be heard
within the political process, will provide a necessary counter-weight to decentralized rule
by violence. Continued broad public discussions and consulitations are needed to
increase the number of people participating in decision making processes—particularly
at a time when Afghans are open to change and desiring a greater public involvement
and accountability of authorities. The program will support the conduct and enhance the

credibility of non-violent, participatory and fair elections; and strengthen democratic
political parties.



C. Strengthened institutions for good governance. Afghanistan's efforts to
reassert itself as a legitimate, democratic nation-state will depend not only on functioning
central institutions, but also on representative and local institutions that extend from the
center to the farthest reaches of the Afghan borders. Establishing a sense of legitimacy
and building trust in the institutions of state will require a representative parliamentary
structure that provides some check on the executive and introduces inclusive power-
sharing and nation-wide delivery of reconstruction efforts on an equitable and even-
handed basis. USAID’s program will help prepare the parliament to effectively perform
its Constitutional role, support democratic local governance, and support key state
institutions to effectively carry out their duties.

D. Increased presence and performance of civil society organizations. USAID
will work with Afghan organizations to help build a dynamic Afghan civil society that can
hold policy makers accountable, promote democratic principles, and engage as full
partners with government and the private sector in the economic and political
development of Afghanistan. It will increase the contribution and viability of civil society
in Afghanistan by providing capacity building training and small grants to civil society
organizations showing potential to be sustainable, effective organizations. [t will
continue to support an enabling environment for the media.

V. Activities/Activity Selection

Activities will be selected to further the achievement of the Objective and
Intermediate Results above. Activities may include, without limitation, one or more of the
following illustrative activities or types of activities:

* The construction or rehabilitation of courthouses.

* Training of local judges, prosecutors and attorneys on topics such as the new
Constitution and rights of detained persons. Simultaneous public education
on the same topics may also take place. Assistance for a law school at Kabul
University and provincial universities may be provided.

* Activities that increase capacity at the three justice sector institutions.

* Activities that work with the Supreme Court to streamline and systematize
court administration and develop written procedures and training programs.

* Activities designed to increase the professionalism of judicial sector
personnel.

* Activities that strengthen Afghanistan’s institutional capacity for lawmaking
and technical drafting. An example may include assistance to the Ministry of
Justice focusing on computerization and training in drafting and codifying
legislation compliant with international standards, with a secondary focus on
Web publication and physical distribution of new laws to courtrooms and legal
professionals around the country.

* Activities that support the conduct and enhance the credibility of non-violent,
participatory and fair elections. Examples may include, but are not limited to,
activities that (a) work toward the establishment of a permanent election
management body and personnel at the central and provincial/district levels,
(b) assist the JEMB to develop the capacity to coordinate and implement
elections largely on its own, (c) contribute to a sound election law which



conforms to international standards and best practices and the establishment
of a legitimate and independent Afghan led-and-owned election commission,
(d) help create a media regulatory body that oversees press coverage of
elections and candidates' use of the media, (e) foster a domestic election
monitoring body to serve as a national umbrella organization, which has the
ability to disseminate information, provide training and coordinate monitoring
bodies before, during and after election periods, or (f) establish well-defined
criteria and vetting procedures for candidates.

* Activities that strengthen democratic political parties such as: (a) promoting
surveys at all levels of the Afghan political landscape to determine
consensus-building issues which can be effectively utilized by the political
class, (b) supporting equal participation and representation of women in
politics, (c) using existing Election Training and Information Centers (ETICs)
to expand beyond the provincial down to the district and community levels; or
(d) supporting political party training and development.

* Activities that strengthen democratic national institutions such as the
Parliament or other bodies.

» Activities that support democratic local government.
* Activities that will improve Afghanistan's legal and regulatory framework.

e Activities that increase the capacity of civil society organizations including,
among others, the media.

VI. Indicators, Monitoring and Evaluation

A list of indicators, including precise descriptions that include, among other
details, quantity, periodicity and the appropriate source for obtaining data may be further
detailed in Implementation Letters. Targets will be based on current trends at the time
and the estimated impact of USAID and other donor interventions. Targets will be re-
examined and adjusted, if necessary, as additional data become available.

USAID may take corrective action based on the results of the monitoring and
evaluation of the data or at the request of the Grantee. Corrective action may include,
but is not limited to, discontinuing, reducing or otherwise modifying one or more ongoing
activities, or adding new activities. Funds allotted to activities may be discontinued,
reduced or shifted to existing activities or new activities in furtherance of the Objective.

VIl. Roles and Responsibilities of the Parties

The Objective will be achieved through partnership among USAID, the Grantee,
private voluntary organizations (PVOs) and non-governmental organizations (NGOs)
(both U.S., international and local), public international organizations, contractors,
cooperating agencies, local communities, and other donors. Roles and relationships
among these groups may be more fully described in Implementation Letters, however,
some general responsibilities are described below.

Grant proceeds may be provided by USAID directly to its implementing partners
to carry out activities under this Agreement. USAID may select implementing
organizations in accordance with its procurement and other relevant policies and



procedures. The Grantee agrees to raise any issues related to implementing
organizations on USAID-funded activities, including without limitation any issues related
to inadequate or non-performance, directly with USAID rather than the implementing
organization(s) in question.

Both USAID and the Grantee are responsible for coordinating strategy, resource
programming and policy with other donor agencies operating in Afghanistan's
democracy and governance sector. Achievement of the expected results described
herein is based on the assumption that certain results will be achieved by other donors,
which are beyond the manageable interests of USAID. The Grantee is responsible for
articulating national priorities to the entire donor community.

In order to ensure full coordination and consuitation, the Parties agree to meet at
least twice each calendar year, beginning with the first full calendar year following the
execution of the Agreement, to review all aspects of this Agreement, including both
strategic and operational issues. In such meeting the Parties will discuss whether
activities being carried out under this Agreement are leading to the results outlined in
this Annex 1 or are achieving the indicators set forth in Implementation Letters. The
Parties may discuss their views as to whether there may be a need to alter, increase or
discontinue activities, plan new activities or alter the resource allocations to particular
activities in order to meet the Objective and Intermediate Results and achieve continued
alignment with the Grantee's national development priorities. It is expected that the
Parties will also discuss current and future resource requirements related to such
activities and the overall estimated expenditures for activities over the remaining term of
the Agreement.

In addition, as part of its internal planning process, USAID intends to develop
concept papers with general cost estimates for new program areas it is considering in
furtherance of the mutual objectives set forth in this Agreement. USAID will consult and
engage with the Grantee at the concept paper stage of development of new programs
within the scope of this Agreement. Under internal procedures that are being developed,
USAID will share each concept paper for a new program area with the Grantee. The
Grantee will review the concept paper and participate in setting the direction and
parameters for the subsequent stage of review and approval of the new program by
USAID. Itis possible that a concept may not advance to the subsequent stage of
planning within USAID to the extent the Grantee has serious concerns that cannot be
addressed after discussions between the Parties. Grantee review of concept papers will
be carried out by the Ministry of Finance or the Ministry of Finance's designee. A similar
consultative process will be followed during the project design stage.

USAID also intends to invite Grantee participation, as appropriate, in
procurement evaluation panels for major activities. The Grantee will participate in such
panels through the designation by the Ministry of Finance of an individual either from the
Ministry of Finance or another appropriate Ministry to sit on such panel. The Grantee's
representative shall comply with USAID's regulations governing participation on such
panels as indicated by USAID.

VIII. Other Implementation Issues.

The Parties agree that with respect to the audit provisions set forth in Section B.5 of
Annex 2 to this Agreement (Standard Provisions), to the extent USAID funds non-



Grantee implementing partners directly for activities under this Agreement, USAID will
include necessary audit provisions in its implementing agreements with such partners in
lieu of the Grantee submitting the required audit plan described in that Section.
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Standard Provisions
Article A: Definitions and Implementation Letters.

Section A.1. Definitions. As used in this Annex, the "Agreement" refers to the
Strategic Objective Grant Agreement to which this Annex is attached and of which this
Annex forms a part. Terms used in this Annex have the same meaning or reference as
in the Agreement.

Section A.2. Implementation Letters. To assist the Grantee in the
implementation of the Agreement, USAID, from time to time, will issue Implementation
Letters that will furnish additional information about matters stated in this Agreement.
The Parties may also issue jointly agreed-upon Implementation Letters to confirm and
record their mutual understanding on aspects of the implementation of this Agreement.
Implementation Letters can also be issued to record revisions or exceptions which are
permitted by the Agreement.

Article B: General Covenants.

Section B.1. Consultation. The Parties will cooperate to assure that the
Objective and Results of this Agreement will be accomplished. To this end, the Parties
at the request of either, will exchange views on progress towards the Objective and
Results, the performance of obligations under this Agreement, the performance of any
consultants, contractors, or suppliers engaged under the Agreement, and other matters
relating to the Agreement.

t

Section B.2. Execution of Agreement. The Grantee will:

(a) Carry out the Agreement or cause it to be carried out with due diligence and
efficiency, in conformity with sound technical, financial, and management
practices, and in conformity with those documents, plans, specifications,
contracts, schedules, or other arrangements, and with any modifications therein
approved by USAID pursuant to this Agreement; and

1

(b) Provide qualified and experienced management for, and train such staff as
may be appropriate for the maintenance and operation of activities financed
under the Agreement, and, as applicable for continuing activities, cause those
activities to be operated and maintained in such manner as to assure the

continuing and successful achievement of the Objective and Results of the
Agreement.

Section B.3. Utilization of Goods and Services.

(a) Any goods and services financed under this Agreement, unless otherwise
agreed in writing by USAID, will be devoted to the Agreement until the
completion or termination of the Agreement, and thereafter (as well as during any
period of suspension of the Agreement) will be used to further the Objective of
the Agreement and as USAID may direct in Implementation Letters.



(b) Goods or services financed under this Agreement, except as USAID may
otherwise agree in writing, will not be used to promote or assist a foreign aid
project or activity associated with or financed by a country not included in USAID
Geographic Code 935 as in effect at the time of such use.

Section B.4. Taxation.

(@) General Exemption. The Agreement is a program agreement under the
terms of the Point Four General Agreement for Technical Cooperation, dated as
February 7, 1951, between the Grantee and the United States Government, and
the assistance thereunder is free from any taxes imposed under laws in effect in
the territory of the Grantee.

(b) Except as provided otherwise in this provision, the General Exemption in
subsection (a) applies to, but is not limited to (1) any activity, contract, grant or
other implementing agreement financed by USAID under this Agreement: (2) any
transaction or supplies, equipment, materials, property or other goods
(hereinafter collectively "goods") under (1) above; (3) any contractor, grantee, or
other organization carrying out activities financed by USAID under this
Agreement; (4) any employee of such organizations; and (5) any individual
contractor or grantee carrying out activities financed by USAID under this
Agreement.

(c) Except as provided otherwise in this provision, the General Exemption in
subsection (a) applies to, but is not limited to, the following taxes:

(1) Exemption 1. Customs duties, tariffs, import taxes, or other levies on
the importation, use and re-exportation of goods or the personal
belongings and effects (including personally-owned automobiles) for the
personal use of non-national individuals or their family members.

Exemption 1 includes, but is not limited to, all charges based on the value
of such imported goods, but does not include service charges directly
related to services performed to transfer goods or cargo.

(2) Exemption 2. Taxes on the income, profits or property of all (i) non-
national organizations of any type, (ii) non-national employees of national
and non-national organizations, or (i) non-national individual contractors
and grantees. Exemption 2 includes income and social security taxes of
all types and all taxes on the property, personal or real, owned by such
non-national organizations or persons. The term "national” refers to
organizations established under the laws of the Grantee and citizens of
the Grantee, other than permanent resident aliens in the United States.

(3) Exemption 3. Taxes levied on the last transaction for the purchase of
goods or services financed by USAID under this Agreement, including
sales taxes, value-added taxes (VAT), or taxes on purchases or rentals of
real or personal property. The term "last transaction" refers to the last
transaction by which the goods or services were purchased for use in the
activities financed by USAID under this Agreement.



(d) If a tax has been levied and paid contrary to the provisions of an
exemption, USAID may, in its discretion, (1) require the Grantee to refund
to USAID or to others as USAID may direct the amount of such tax with
funds other than those provided under the Agreement, or (2) offset the
amount of such tax from amounts to be disbursed under this or any other
agreement between the Parties.

(e) In the event of a disagreement about the application of an exemption,
the Parties agree to promptly meet and resolve such matters, guided by
the principle that the assistance furnished by USAID is free from direct
taxation, so that all of the assistance furnished by USAID will contribute
directly to the economic development of the country of the Grantee.

Section B.5. Reports and Information, Agreement Books and Records, Audits,
and Inspections.

(a) Reports and Information. The Grantee shall furnish USAID accounting
records and such other information and reports relating to the Agreement as
USAID may reasonably request.

(b) Grantee Agreement Books and Records. The Grantee shall maintain
accounting books, records, documents and other evidence relating to the
Agreement, adequate to show, without limitation, all costs incurred by the
Grantee under the Agreement, the receipt and use of goods and services
acquired under the Agreement by the Grantee, agreed-upon cost sharing
requirements, the nature and extent of solicitations of prospective suppliers of
goods and services acquired by the Grantee, the basis of award of Grantee
contracts and orders, and the overall progress of the Agreement toward
completion ("Agreement books and records"). The Grantee shall maintain
Agreement books and records in accordance with generally accepted accounting
principles prevailing in the United States, or at the Grantee's option, with
approval by USAID, other accounting principles, such as those (1) prescribed by
the International Accounting Standards Committee (an affiliate of the
International Federation of Accountants) or (2) prevailing in the country of the
Grantee. Agreement books and records shall be maintained for at least three
years after the date of last disbursement by USAID or for such longer period, if
any, required to resolve any litigation, claims or audit findings.

(c) Grantee Audit. If $300,000 or more of USAID funds are expended directly by
the Grantee in its fiscal year under the Agreement, the Grantee shall have
financial audits made of the expenditures in accordance with the following terms,
except as the Parties may otherwise agree in writing:

(1) With USAID approval, the Grantee shall use its Supreme Audit
Institution or select an independent auditor in accordance with the "Guidelines for
Financial Audits Contracted by Foreign Recipients" issued by the USAID
Inspector General ("Guidelines"), and the audits shall be performed in
accordance with the Guidelines; and



(2) The audit shall determine whether the receipt and expenditure of the
funds provided under the Agreement are presented in accordance with generally
accepted accounting principles agreed to in section (b) above and whether the
Grantee has complied with the terms of the Agreement. Each audit shall be
completed no later than nine months after the close of the Grantee's year under
audit.

(d) Sub-recipient Audits. The Grantee, except as the Parties may otherwise
agree in writing, shall submit to USAID, in form and substance satisfactory to
USAID, a plan for the audit of the expenditures of "covered" sub-recipients, as
defined below, that receive funds under this Agreement pursuant to a direct
contract or agreement with the Grantee.

(1) A "covered" sub-recipient is one who expends $300,000 or more in its
fiscal year in "USAID awards" (i.e., as recipients of USAID cost reimbursable
contracts, grants or cooperative agreements and as sub-recipients under USAID
strategic objective and other grant agreements with foreign governments).

(2) The plan shall describe the methodology to be used by the Grantee to
satisfy its audit responsibilities for covered sub-recipients. The Grantee may
satisfy such audit responsibilities by relying on independent audits of the sub-
recipients; expanding the scope of the independent financial audit of the Grantee
to encompass testing of sub-recipients' accounts: or a combination of these
procedures.

(3) The plan shall identify the funds made available to covered sub-
recipients that will be covered by audits conducted in accordance with other audit
provisions that would satisfy the Grantee's audit responsibilities. (A nonprofit
organization organized in the United States is required to arrange for its own
audits. A for-profit contractor organized in the United States that has a direct
contract with USAID is audited by the cognizant U.S. Government Agency. A
private voluntary organization organized outside the United States with a direct
grant from USAID is required to arrange for its own audits. A host-country
contractor should be audited by the Grantee’s auditing agency.)

(4) The Grantee shall ensure that covered sub-recipients under direct
contracts or agreements with the Grantee take appropriate and timely corrective
actions; consider whether sub-recipients' audits necessitate adjustment of its own
records; and require each such sub-recipient to permit independent auditors to
have access to records and financial statements as necessary.

(e) Audit Reports. The Grantee shall furnish or cause to be furnished to USAID
an audit report for each audit arranged for by the Grantee in accordance with this
Section within 30 days after completion of the audit and no later than nine
months after the end of the period under audit.

(f) Other Covered Sub-recipients. For "covered" sub-recipients who receive
funds under the Agreement pursuant to direct contracts or agreements with
USAID, USAID will include appropriate audit requirements in such contracts or



agreements and will, on behalf of the Grantee, conduct the follow-up activities
with regard to the audit reports furnished pursuant to such requirements.

(g) Cost of Audits. Subject to USAID approval in writing, costs of audits
performed in accordance with the terms of this Section may be charged to the
Agreement.

(h) Audit by USAID. USAID retains the right to perform the audits required
under this Agreement on behalf of the Grantee by utilizing funds under the
Agreement or other resources available to USAID for this purpose, conduct a
financial review, or otherwise ensure accountability of organizations expending
USAID funds regardless of the audit requirement.

(i) Opportunity to Audit or Inspect. The Grantee shall afford authorized
representatives of USAID the opportunity at all reasonable times to audit or
inspect activities financed under the Agreement, the utilization of goods and
services financed by USAID, and books, records and other documents relating to
the Agreement.

() Sub-recipient Books and Records. The Grantee will incorporate paragraphs
(@), (b), (d), (e), (@), (h) and (i) of this provision into all sub-agreements with non-
U.S. organizations which meet the $300,000 threshold of paragraph (c) of this
provision. Sub-agreements with non-U.S. organizations, which do not meet the
$300.000 threshold, shall, at a minimum, incorporate paragraphs (h) and (i) of
this provision. Sub-agreements with U.S. organizations shall state that the U.S.

organization is subject to the audit requirements contained in OMB Circular A-
133.

Section B.6. Completeness of Information. The Grantee confirms:

(a) that the facts and circumstances of which it has informed USAID, or caused
USAID to be informed, in the course of reaching agreement with USAID on the
Agreement, are accurate and complete, and include all facts and circumstances
that might materially affect the Agreement and the discharge of responsibilities
under this Agreement; and

(b) that it will inform USAID in timely fashion of any subsequent facts and
circumstances that might materially affect, or that it is reasonable to believe

might so affect, the Agreement or the discharge of responsibilities under this
Agreement.

Section B.7. Other Payments. Grantee affirms that no payments have been or

will be received by any official of the Grantee in connection with the procurement of
goods or services financed under the Agreement, except fees, taxes, or similar
payments legally established in the country of the Grantee.

Section B.8. Information and Marking. The Grantee will give appropriate

publicity to the Agreement as a program to which the United States has contributed,
identify Agreement activity sites, and mark goods financed by USAID, as described in
Implementation Letters.



Article C: Procurement Provisions.
Section C.1. Source and Origin.

(a) Foreign Exchange Costs. Disbursements for Foreign Exchange Costs will be
used exclusively to finance the costs of goods and services required for the
Agreement having, with respect to goods, their source and origin and, with
respect to the suppliers of goods and services, their nationality, in countries
included in Geographic Code 935 as in effect at the time orders are placed or
contracts entered into for such goods or services, except as USAID may
otherwise agree in writing and as follows:

(1) Ocean transportation costs shall be financed under the Agreement
only on vessels under flag registry of countries included in Code 935. Also see
Section C.6 on use of U.S. flag vessels.

(2) The country of the Grantee is an eligible source for Foreign Exchange
Cost for marine insurance, if otherwise eligible under Section C.7(a).

(3) Any motor vehicles financed under the Agreement will be of United
States manufacture, except as USAID may otherwise agree in writing.

(b) Local Currency Costs. Disbursements for Local Currency Costs will be used
exclusively to finance the costs of goods and services required for the Agreement
which meet the requirements of USAID's local procurement policy which will be
provided in an Implementation Letter.

(c) The source and origin of ocean and air shipping will be deemed to be the
ocean vessel's or aircraft's country of registry at the time of shipment.

(d) Provisions concerning restricted and ineligible goods and services may be
provided in an Implementation Letter.

(e) Transportation by air of property or persons financed under this agreement
will be on carriers holding United States certification, to the extent service by
such carriers is available under the United States' Fly America Act. This
requirement may be further described by USAID in Implementation Letters.

Section C.2. Eligibility Date. No goods or services may be financed under the
Agreement which are procured pursuant to orders or contracts firmly placed or entered
into prior to the date of this Agreement, except as the Parties may otherwise agree in
writing.

Section C.3. Plans, Specifications and Contrécts. In order for there to be mutual
agreement on the following matters, and except as the Parties may otherwise agree in
writing:

(a) The Grantee will furnish to USAID upon preparation:



(1) any plans, specifications, procurement or construction schedules,
contracts, or other documentation between the Grantee and third parties, relating
to goods or services to be financed under the Agreement, including
documentation relating to the prequalification and selection of contractors and to
the solicitation of bids and proposals. Material modifications in such
documentation will likewise be furnished USAID on preparation; and

(2) such documentation will also be furnished to USAID, upon
preparation, relating to any goods or services, which, though not financed under
the Agreement, are deemed by USAID to be of major importance to the
Agreement. Aspects of the Agreement involving matters under this subsection
(a)(2) will be identified in Implementation Letters.

(b) Documents related to the prequalification of contractors, and to the
solicitation of bids or proposals for goods and services financed under the
Agreement will be approved by USAID in writing prior to their issuance, and their
terms will include United States standards and measurements;

(c) Contracts and contractors financed under the Agreement for engineering and
other professional services, for construction services, and for such other
services, equipment, or materials as may be specified in Implementation Letters,
will be approved by USAID in writing prior to execution of the contract. Material
modifications in such contracts will also be approved in writing by USAID prior to
execution; and

(d) Consulting firms used by the Grantee for the Agreement but not financed
under the Agreement, the scope of their services and such of their personnel
assigned to activities financed under the Agreement as USAID may specify, and
construction contractors used by the Grantee for the Agreement but not financed
under the Agreement, shall be acceptable to USAID.

Section C.4. Reasonable Price. No more than reasonable prices will be paid for
any goods or services financed, in whole or in part, under the Agreement. Such items
will be procured on a fair and, to the maximum extent practicable, competitive basis.

Section C.5. Notification to Potential Suppliers. To permit all United States firms
to have the opportunity to participate in furnishing goods and services to be financed
under the Agreement, the Grantee will furnish USAID such information with regard
thereto, and at such times, as USAID may request in Implementation Letters.

Section C.6. Transportation

(a) In addition to the requirements in Section C.1(a), costs of ocean or air
transportation and related delivery services may not be financed under the Grant,
if the costs are for transportation under an ocean vessel or air charter which has
not received prior USAID approval.



(b) Unless USAID determines that privately owned United States-flag
commercial ocean vessels are not available at fair and reasonable rates for such
vessels, or otherwise agrees in writing:

(1) at least fifty percent (50%) of the gross tonnage of all goods
(computed separately for dry bulk carriers, dry cargo liners and tankers) financed
by USAID which may be transported on ocean vessels will be transported on
privately owned United States-flag commercial vessels; and

(2) at least fifty percent (50%) of the gross freight revenue generated by
all shipments financed by USAID and transported to the territory of the Grantee
on dry cargo liners shall be paid to or for the benefit of privately owned United
States-flag commercial vessels. Compliance with the requirements of (1) and (2)
of this subsection must be achieved with respect to both any cargo transported
from U.S. ports and any cargo transported from non-U.S. ports, computed
separately.

Section C.7. Insurance.

(a) Marine insurance on goods financed by USAID which are to be transported to
the territory of the Grantee may be financed as a Foreign Exchange Cost under
this Agreement provided:

(1) such insurance is placed at the most advantageous competitive rate;

(2) such insurance is placed in a country which is authorized under
Section C.1(a); and

(3) claims thereunder are payable in U.S. dollars or any freely convertible
currency unless USAID agrees otherwise in writing.

If the Grantee (or government of the Grantee), by statute, decree, rule,
regulation, or practice discriminates with respect to USAID-financed procurement
against any marine insurance company authorized to do business in any State of
the United States, then all goods shipped to the territory of the Grantee financed
by USAID hereunder shall be insured against marine risks and such insurance
shall be placed in the United States with a company or companies authorized to
do marine insurance business in the United States.

(b) Except as USAID may otherwise agree in writing, the Grantee will insure, or
cause to be insured, goods financed under the Agreement imported for the
Agreement against risks incident to their transit to the point of their use under the
Agreement; such insurance will be issued on terms and conditions consistent
with sound commercial practice and will insure the full value of the goods. Any
indemnification received by the Grantee under such insurance will be used to
replace or repair any material damage or any loss of the goods insured or will be
used to reimburse the Grantee for the replacement or repair of such goods. Any
such replacement will be of source and origin of countries listed in USAID
Geographic Code 935 as in effect at the time of replacement and, except as the



Parties may agree in writing, will be otherwise subject to the provisions of the
Agreement.

Section C.8. U.S. Government-Owned Excess Property. The Grantee agrees
that wherever practicable United States Government-owned excess personal property,
in lieu of new items financed under the Grant, should be utilized. Funds under the
Agreement may be used to finance the costs of obtaining such property.

Article D: Disbursements.
Section D.1. Disbursement for Foreign Exchange Costs.

(a) After satisfaction of conditions precedent, if any, the Grantee may obtain
disbursements of funds under the Agreement for the Foreign Exchange Costs of
goods or services required for the Agreement in accordance with its terms, by
such of the following methods as may be mutually agreed upon:

(1) by submitting to USAID, with necessary supporting documentation as
prescribed in Implementation Letters, (A) requests for reimbursement for
such goods or services, or, (B) requests for USAID to procure commodities or
services in Grantee's behalf for the Agreement; or,

(2) by requesting USAID to issue Letters of Commitment for specified
amounts directly to one or more contractors or suppliers, committing USAID
to pay such contractors or suppliers for such goods or services.

(b) Banking charges incurred by the Grantee in connection with Letters of
Commitment will be financed under the Agreement unless the Grantee instructs
USAID to the contrary. Such other charges as the Parties may agree to may also
be financed under the Agreement.

Section D.2. Disbursement for Local Currency Costs.

(a) After satisfaction of conditions precedent, if any, the Grantee may obtain
disbursements of funds under the Agreement for Local Currency Costs required
for the Agreement in accordance with terms of this Agreement, by submitting to
USAID, with necessary supporting documentation as prescribed in
Implementation Letters, requests to finance such costs.

(b) The local currency needed for such disbursements may be purchased by
USAID with U.S. Dollars. The U.S. Dollar equivalent of the local currency made
available hereunder will be the amount of U.S. Dollars required by USAID to
obtain the local currency.

Section D.3. Other Forms of Disbursement. Disbursements may also be made
through such other means as the Parties may agree to in writing.

Section D.4. Rate of Exchange. If funds provided under the Agreement are
introduced into the Cooperating Country by USAID or any public or private agency for
purposes of carrying out obligations of USAID hereunder, the Grantee will make such
arrangements as may be necessary so that such funds may be converted into local
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currency at the highest rate of exchange which, at the time the conversion is made, is
not unlawful in the country of the Grantee to any person for any purpose.

Article E: Termination; Remedies.
Section E.1. Suspension and Termination.

(a) Either Party may terminate this Agreement in its entirety by giving the other
Party 30 days written notice. USAID also may terminate this Agreement in part
by giving the Grantee 30 days written notice, and suspend this Agreement in
whole or in part upon giving the Grantee written notice. In addition, USAID may
terminate this Agreement in whole or in part, upon giving the Grantee written
notice, if (i) the Grantee fails to comply with any provision of this Agreement, (ii)
an event occurs that USAID determines makes it improbable that the Objective
or Results of the Agreement or the assistance program will be attained or that the
Grantee will be able to perform its obligations under this Agreement, or (iii) any
disbursement or use of funds in the manner herein contemplated would be in
violation of the legislation governing USAID, whether now or hereafter in effect.

(b) Except for payment which the Parties are committed to make pursuant to
non-cancellable commitments entered into with third parties prior to such
suspension or termination, suspension or termination of this entire Agreement or
part thereof will suspend (for the period of the suspension) or terminate, as
applicable, any obligation of the Parties to provide financial or other resources to
the Agreement, or to the suspended or terminated portion of the Agreement, as
applicable. Any portion of this Agreement which is not suspended or terminated
shall remain in full force and effect.

(c) In addition, upon such full or partial suspension or termination, USAID may, at
USAID's expense, direct that title to goods financed under the Agreement, or
under the applicable portion of the Agreement, be transferred to USAID if the
goods are in a deliverable state.

Section E.2. Refunds.

(@) In the case of any disbursement which is not supported by valid
documentation in accordance with this Agreement, or which is not made or used
in accordance with this Agreement, or which was for goods or services not used
in accordance with this Agreement, USAID, notwithstanding the availability or
exercise of any other remedies under this Agreement, may require the Grantee
to refund the amount of such disbursement in U.S. Dollars to USAID within sixty
(60) days after receipt of a request therefor.

(b) If the failure of Grantee to comply with any of its obligations under this
Agreement has the result that goods or services financed or supported under the
Agreement are not used effectively in accordance with this Agreement, USAID
may require the Grantee to refund all or any part of the amount of the
disbursements under this Agreement for or in connection with such goods or

services in U.S. Dollars to USAID within sixty (60) days after receipt of a request
therefor.



(c) The right under subsections (a) or (b) to require a refund of a disbursement
will continue, notwithstanding any other provision of this Agreement, for three
years from the date of the last disbursement under this Agreement.

(d) (1) Any refunds under subsections (a) or (b), or (2) any refund to USAID from
a contractor, supplier, bank or other third party with respect to goods or services
financed under the Agreement, which refund relates to an unreasonable price for
or erroneous invoicing of goods or services, or to goods that did not conform to
specifications, or to services that were inadequate, will (A) be made available first
for the Agreement, to the extent justified, and (B) the remainder, if any, will be
applied to reduce the amount of the Grant.

(e) Any interest or other earnings on funds disbursed by USAID to the Grantee
under this Agreement prior to the authorized use of such funds for the Agreement
will be returned to USAID in U.S. Dollars by the Grantee, unless USAID
otherwise agrees in writing.

Section E.3. Non-waiver of Remedies. No delay in exercising any right or
remedy accruing to a Party in connection with its financing under this Agreement will be
construed as a waiver of such right or remedy.

Section E.4. Assignment. The Grantee agrees, upon request, to execute an
assignment to USAID of any cause of action which may accrue to the Grantee in
connection with or arising out of the contractual performance or breach of performance
by a Party to a direct U.S. Dollar contract which USAID financed in whole or in part out
of funds granted by USAID under this Agreement.

Article F: Miscellaneous.
Section F.1. Investment Promotion.

(a) Except as specifically set forth in the Grant or otherwise authorized by
USAID in writing, no funds or other support provided hereunder may be used for
any activity that involves investment promotion in a foreign country.

(b) In the event the Grantee is requested or wishes to provide assistance in the
above area or requires clarification from USAID as to whether the activity would
be consistent with the limitation set forth above, the Grantee must notify USAID
and provide a detailed description of the proposed activity. The Grantee must not
proceed with the activity until advised by USAID that it may do so.

(c) The Grantee must ensure that its employees and subcontractors and sub-
recipients providing investment promotion services hereunder are made aware of
the restrictions set forth in this clause and must include this clause in all
subcontracts and other sub-agreements entered into hereunder.

Section F.2. Voluntary Family Planning. The Parties agree that all USAID funds
provided under this Agreement shall be used in accordance with applicable United
States policy and statutory requirements relating to voluntary family planning projects,
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and that none of the USAID funds provided under this Agreement, or goods or services
financed by such funds, may be used for:

(a) the performance of abortion as a method of family planning or to motivate or
coerce any person to practice abortions;

(b) the performance of involuntary sterilizations as a method of family planning or
to coerce or provide any financial incentive to any person to undergo
sterilizations; or

(c) any biomedical research which relates, in whole or in part, to methods of, or
the performance of, abortions or involuntary sterilizations as a method family
planning.

(d) USAID will issue implementation letters that more fully describe the
requirements of this section.

Section F.3. Prohibition on Assistance to Drug Traffickers.

(a) USAID reserves the right to terminate this Agreement or take other
appropriate measures if the Grantee or a key individual of the Grantee is found to
have been convicted of a narcotics offense or to have been engaged in drug
trafficking as defined in 22 CFR Part 140. (The “CFR" is the United States Code
of Federal Regulations.)

(b) USAID reserves the right to terminate assistance to, or take or take other
appropriate measures with respect to, any participant approved by USAID who is
found to have been convicted of a narcotics offense or to have been engaged in
drug trafficking as defined in 22 CFR Part 140.

(c) Forany loan over $1000 made under this Agreement, the Grantee shall
insert a clause in the loan agreement stating that the loan is subject to immediate
cancellation, acceleration, recall or refund by the Grantee if the borrower or a key
individual of a borrower is found to have been convicted of a narcotics offense or
to have been engaged in drug trafficking as defined in 22 CFR Part 140.

(d) Upon notice by USAID of a determination under section (x) and at USAID's
option, the Grantee agrees to immediately cancel, accelerate or recall the loan,

including refund in full of the outstanding balance. USAID reserves the right to
have the loan refund returned to USAID.

(e) The Grantee agrees not to disburse, or sign documents committing the
Grantee to disburse, funds to any sub-recipient designated by USAID
("Designated Sub-recipient") until advised by USAID that: (1) any United States
Government review of the Designated Sub-recipient and its key individuals has
been completed; (2) any related certifications have been obtained; and (3) the
assistance to the Designated Sub-recipient has been approved. In addition, the
Grantee shall insert the following clause, or its substance, in its agreement with
the Designated Sub-recipient:
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“The Grantee reserves the right to terminate this Agreement or take other
appropriate measures if the [Sub-recipient] or a key individual of the [Sub-
recipient] is found to have been convicted of a narcotic offense or to have been
engaged in drug trafficking as defined in 22 CFR Part 140.”

Section F.4. Workers' Rights.

(a) Except as specifically set forth in the Grant or otherwise authorized by
USAID in writing, no funds or other support provided hereunder may be used for
any activity that involves workers’ rights in a foreign country.

(b) Inthe event the Grantee is requested or wishes to provide assistance in the
above area or requires clarification from USAID as to whether the activity would
be consistent with the limitation set forth above, the Grantee must notify the
USAID and provide a detailed description of the proposed activity. The Grantee
must not proceed with the activity until advised by USAID that it may do so.

(c) The Grantee must ensure that all employees and subcontractors and sub-
recipients providing employment-related services hereunder are made aware of
the restrictions set forth in this clause and must include this clause in all
subcontracts and other sub-agreements entered into hereunder.



